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IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS SUN CITY
WASTEWATER AND SUN CITY WEST
WASTEWATER DISTRICT.
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SCHEDULES
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Ke ith A. La yton, S ta ff Counse l
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Arizona  Corpora tion Commiss ion
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Phoenix, Arizona  85007
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Cra ig A. Ma rks
Cra ig A. Ma rks , P .L.C.
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ARIZONA AMERICAN u SUN CITY WASTEWATER Final Position Schedule DRR-1
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY
ORIGINAL

c o s T '

(B)
COMPANY

FAIR

VALUE

(B)
STAFF

ORIGINAL

COST

(C)
STAFF
FAIR

VALUE

$ 14,146,675 $ 14,146,675 $ 12,405,348 $ 12,405,348

$ 192,012 $ 192,012 $ 89,672 $ 89,672

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1 ) 1.36% 1 _36% 0.72% 0.72%

4 Required Rate of Return 8.33% 8.33% 7.50% 7.50%

33 1,178,418 $ 1,178,418 $ 930,401 $ 930,401

$ 986,405 $ 986,405 $ 840,729 $ 840,729

5 Required Operating Income (L4 * LI )

6 Operating Income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor 1.6286 1 .6286 1 .6492 1 .6492

8 Required Revenue Increase (L7 * LE) $ 1,606,491 $ 1,606,491 I$ 1,386,545 $ 1 ,386,545

9 Adjusted Test Year Revenue $ 4,482,855 $ 4,482,855 $ 4,482,855 SB 4,482,855

10 Proposed Annual Revenue (La + LE) $ 6,089,346 $ 6,089,346 $ 5,869,400 $ 5,869,400

35.84% 35.84% 30.93% 30.93%11 Required Increase in Revenue (%)

12 Rate of Return on Common Equity (%) 11.75% 11.75% 10.60% 10.60%

'The Company did not submit a RCND Schedule in this case.

References:
Column (A): Company Schedules A-1, A-2, & D-1
Column (B): STAFF Corrected Surrebuttal Schedules DRR-2, DRR-3, DRR-10
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Staff Recommended
Sc and Sc West

Combined
Sun any

Only
Sun city West

Only
11 486,554
8,604,514

972,367

S
$
s

s 5,B69,400
s 4,819,283
$ 421,782

s
$
$

5,817,154
3,985,251

550,585
s 1.909 672

6.96809
s 828,355

69680 /
s 1,081,317

6.96B0/
$
s
s
s
s
s
s
$

133,066
1 776 S06

7,s00
6,250
s,s00

91 $50
490,145
604,046

57,720
770,635

$
$
s
s
s
s
s
s 262,016

7s,34e
1 ,005,971

$
s
$
s
s
$
s
s 342,030

s 737,112 s 319,735 s 417,376

Test Year
Sc and SC West

Combined
Sun city

Ontv
Sun city West

Only
9,021 260
8,573,669

972,367

s
s
s

$
s
S

4,482,855
4 601,958

421 ,782

4 538,405
3,971 ,711

550,585

s
$
$

s (524 777)
6.9680 /

$ (540,886)
6.9680 /

s 16,109
G.9680/

S
s
s
s
s
s
s
$

(36,566)
leas 211 )

(7,500)
(6,250)
(8,500)

(91 650)
(52,092)

(1 S5,992)

s
$
s
s
$
s
s
s

(37,689)
(503,197)

(7,500)
(6,250)
(8,500)

(91 ,650)
(57,187)

(171 ,087

1,122
14,986
2,248

$
s
s
s
s
s
$
s 2 248

s (202 558) s (208 776 s a,a10

ARIZONA AMERICAN . SUN cITy WASTEWATER
Docket No. WS-01303A-06»0491
Test Year Ended Decerriaa 9, 2005

Final Pod Hon Schedule DRR-2

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C)LINE
NO. DESCRIPTION

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 13)
Revenues (LI . L2)
Combined Federal and State Income Tax and Property Tax Rate(Line 29)
Subtotal (LE . LE)
RevenueConversion Factor (L1 l L )

100.0000%
0.0000%

100. 0000%
39.3652%
eoea4a%
1649217

1000000%
3B.5989%
SI .4011 %

0.0000%

Calculation of UncollectlbleFactor!
unuy
Combined Federal and State Tax Rate (Line 21 )
One Minus Combined Income Tax Rate (LE - L10 )
Uncollectible Rate
Uncollectible Factor (L11 ' L12 ) 0.0000%

1000000%
6,9680%

93.0320%
340000%
31 .S309%

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L16 - L17)
Applicable Federal Income Tax Rate (Line 72)
Effective Federal Income Tax Rate (L18 x L19)
Combined Federal and State Income Tax Rate (L17 +L20) 38.5989%

1000000%
38.5989%
61 .4011%
1 2480%

0.7663%

Calculation of Effec!iveProbertv TaxFactor
unity
Combined Federal and Stale Income Tax Rate (L21)
Ons Minus Combined Income Tax Rate (L24-L25)
Property Tax Factor (DRR-14, L24)
Effective Property Tax Fader (L2€'L27)
Combined Uncollectible, Federal and State Income Tax, and Property Tax Rate (L13+L21 ~L28) 39.3652%

s
s

930,401
89,672

Required Operating Income (Schedule DRR-1, Line 5)
Adjusted Test Year Operating Income (Los) (Schedule DRR-10, Col [C] Line 25)
Required Increase in Operating Income (L32 - L33) s 840,729

s
s

319,736
(208,776)

Income Taxes on Recommended Revenue (Col. [E], Les)
Income Taxes on Tam Year Revenue (Col. [B], L69)
Required increase in Revenue to Provide for Income Taxes (Las - L37) s 528,512

s 5,855,400
0.0000%

s
s

Recommended Revenue Requirement (Schedule DRR-1, Line 10)
Uncollectible Rate (Line 12)
Uncollectible Expense on Recommended Revenue (L40 ' L41)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue lo Provide for Uncollectible Exp (L42 - LE) s

s 184,032
186,727

Property Tax with Recommended Revenue (DRR-14, Col B, L13)
Properly Tax on Test Year Revenue (DRR-14, Ool A, L16)
Increase in Property Tax Due \o Increase in Revenue (L46-L47) 17,305

Total Required Increase in Revenue (L34 + L38 + L44 + L4B) $ 1 ,386,545

(M (Bl (C\ Fm [EI [Fl

Calculaiion oflncome Tax:
Revenue (sch DRR-10, c01.1c1 Ls, DRR»1, cal. [c], L10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L80)
Arizona Taxable Income (Lee » L57 - L5B)
Arizona State Income Tax Rate
Arizona income Tax (L59 x L60)
Federal Taxable Income (L61 - L59)
Federal Tax on First Income Bracket (81 » $50,000) @ 15%
Federal Taxon Second Income Bracket ($50,001 - 575,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,D01 - $335,000) @ 39%
Federal Tax on Fifth Income Brad<et ($335,001 -s10,000,ooo) @ 34%
Total Federal Income Tax
Combined Federal and Stale Income Tax (L35 + L42)

34.0000%
34.0000%

COMBINEDApplicable Federal Income Tax Rate [col 101, Les - Col. [A], Lean 1c01. [0], Let - Col, 1A1. Liz]
WATER Applicable Federal Income Tax Rate [Col [El Les . Col [51, Les] 1 [car 151. Liz . Col 151, Le2}
WASTElNATER Applicable Federal income Tax Rate 1c<>l. 1F1, Lea - Col, in), Lean [col i=1, Lez . Col. [cl Ls21 34.2873%

Calculation oflnterest Svnchronization:
Rate Base (Schedule DRR-3, Col. (C), Line 37)
Weighteri Average Cos( of Debt
Synchronized Interest (L78 x L79)

Combined Sun city Sun city West
s 55,537,033 s 12,405,348 s 16,193,689

3.40% 3.40% 3.40%
972,367 s 421,782 s 550,585s

1
2
3
4
5
S
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
pa
49
50
51
52
53
54
55
Se
57
58
59
60
61
62
63
SO
e s
66
67
SB
69
70
71
72
73
74
75
76
77
78
7g
80
81
82
83
84
85

Calculation of Rate Base Percentages
Sun any (Col. tBs, L 78)
Sun cry we (Cox. [c], L78)
Totals

s
s
s

Rate Base
12,405,348
16,193,689
28,599,037

Percent
43.38%
56.82%

10000%



ARIZONA AMERICAN . SUN CITY WASTEWATER Final Position Schedule DRR-3

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE - OR\G1NAL cosT

(B) (C)
STAFF

AS
ADJUSTED

LINE
no .

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ 24,329,321
8,715,211

$ 15,614,110 $

(606,556)

(606,556) $

23,722,765
8,715,211

15,007,554

LESS:

Regular Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ S $

Imputed Contributions in Aid of Construction (CIAC) 534,213 190,104 724,317

Total Reg. & Imputed Advances in Aid of Construction (AIAC) 3,124,450 815,222 3,939,671

Customer Deposits

Meter Advances

Deferred Income Tax Credits (927,107) (927,107)

ADD:

Cash Working Capital Allowance

Tolleson Trickling Filter 444,000 444,000

Tolleson Obligation

Purchase Wastewater Treatment Charges

Material and Supplies Inventory 143 143

Prepayments 12,810 12,810

Projected Capital Expenditures

Deferred Debits 807,168 677,723

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39 Original Cost Rate Base $ 14,146,675

(129,445)

(1 ,741 ,s27) $ 12,405,348

References:
Column [A], Rate Base Summary Schedule Col [A] (Corrected Surrebuttal Schedule DRR-4)
Column (B): Corrected Surrebuttal Schedule DRR-4
Column (C): Column (A) + Column (B)



ARIZONA AMERICAN _ sun CITY WASTEWA1ER
Docket No. Ws401 a0aAae4>491
Test Veer Eyed Decewber9, 2006

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

LINE
NO

PLANT IN SERVICE:

304510
304600
304820
340100
340200
340300
340330
341100
343000
346100
346300
347000
351000
352000
353200
354200
354500
3550000
360000
361100
382000
363000
364000
371100
380050
380100
380600
380525
380650
382000
389100
390000
391000
393000
397000
398000

ACCT.
n o .

Strict & Imp AG Cap Lease
Struck a. Imp Offices
Struck & Imp Leasehold
Of lice Furniture & Equip
Comp & Perish Equip
Computer Software
Comp Software Other
Trans Equip Lt Duty Tris
Tools,Shop,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other
Misc Equipment
WW Organization
WW Franchises
ViAN Land & Ld Rights Coll
WW Stnuct & imp Coll
WW Struck 8. Imp Gen
WW Power Generating Equipment
WW Collection Sewers Forced
WW Collecting Mains
ViAN Special Coll Strut
WW Services Sewer
WW Flow Measuring Devices
WW Pump Equip Elect
TD Equip Grit Removal
WW TD Equip Sea Tanks/Acc
wwTD Equip eth Disk
WW TD Equip Gen Trmt
WW TD Equip Influent Lift S
WW Outfall Sewer Lines
WW Oth Plt & Misc Equip Inf
WW Of lice Furniture a Equip
WW Trans Equipment
WW Tool Shop & Garage Equip
WW Misc Equipment
WW Other Tangible Plant
Subtotal Utility Plant in Service

DESCRIPTION

[A]
COMPANY
AS FILED

Schedule E»5

s

s

2,397,561
16,143,143

1,231 ,505
2,567,520

476,386
453

2,575
1 ,sue
16,743

178
291

10,495
s4,zos
2,312
48,675
19,874
23,222

24,329,321

3,251
22,456
121,454
25,745
193,21 B
4,1e0
7B,613
3,434
19,854
(207)
8,557

122,373
s,1az
6,555

200,389
514,666

s

s

ADJ #1

[B]

(506,556)

(605,555)

s

s

ADJ #2

[C]

(17,716)

(15,743)

33,459

s

$

ADJ #3

[D]

(49,002)
49,002

s

s

ADJ #4

KE]

s

s

ADJ #S

[F l

s

s

ADJ #6

[GI

s

s

ADJ *7

[H]

Flrmal Poslnon SchedUle DRRA

s

s

[G]
STAFF

ADJUSTED

3,251
22,456

121,454
25,745

193,218
4,1eo

78,613
3,434

19,854
(207)

a,557
122,373

6,112
(11 ,151>
280,389
465,664

49,002
2,397,561

15,536,557
1,215,762
2,567,520

33,459
475,386

453
2,575
1,503

18,743
17B
291

10,495
54,203

z,s1z
48,575
19,874
231222

23,722,765

Other:
Add:

Less:

s s (606,556) $ s s s s $ s
Total Plant in Service
Less: Accumulated Depreciation
Net Plant in Service (L45 - L4B) $

24,329,321
B,715v211

15,814110 s (805,555) $ $ s s s s s

23,722,765
8,715,211

15,007,554

s s s s s s s s

s s s $ s s s s s

LESS:
Regular Contributions in Aid of Construction (CIAC)

Less: Accumulated Amortization
Net CIAC (L50 - L51)

Imputed Contributions in Aid of Construction (CIAC)
Total Contributions in Aid of Construction (CIAC) s

534,213
534,213 s s s $

190,104
190,104 $ s s s

724,317
724,317

s s s s s s 815,222 s s
Imputed Advances in Aid of Construction (AIAC)
Advances in Aid of Construction (AIAC) - Other
Total Advances in Aid of Construction (AIAC) s

2,615,372
509,078

3,124.450 s s s s s 815,222 s s s

3,430,594
509,075

3,939,671

Customer Deposits - not recorded, to be pd in one yr.
Meter Advances - None on the wastewater side .
Deferred Income Tax Credits (927,107) (927,107)

444,000 444,000

143
12,810

143
12,810

s s (606,556) s s s (190,104l. s (815/222) s

(129,445)
s  (129,445) s

877,723
12,405,345

1
2
a
4
5
6
7
8
9
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
25
27
2a
29
30
31
32
3 3
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
5 5
56
57
58
59
60
61
62
so
64
65
66
67
68
69
70
71
72
73

ADD:
Cash Working Capital Allowance
Tolleson Trickling Filter
Tolleson 'Obligation
Purchase Wastewater Treatment Charges
Material and Supples Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Orlglnll Cost Rata Blsl

807,168
14, 146,675 l 4

References,
Column [A], Company Schedules B-2, 85, and E-5

A S #
1
2
3
4
5
5
7

Dsscninlion
Remove Unsupported Plant in Service
Reclass Flow Measuring Devices
Reclass Power Generating Equip.
imputed CIAC
imputed AIAC
Tolleson Agreement Amortization
Y2K Removal

References:
Conredted Sunrebuklal Schedule DRR-5
Conrecled Surrebullal Schedule DRR-5
Corrected Sunrebuttal Schedule DRR-7
Corrected Sunrebullal Schedule DRR-B
Conecled Surrebultal Schedule DRR-9
ColTecled Surrebullal Schedule DRR-10
Connected Sunrebullal Schedule DRR-11



UPIS - AUDIT DEFICIENCIES

ARIZONA AMERICAN - SUN CITY WASTEWATER Final Position Schedule DRR-5

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #1 - REMOVE UNSUPPORTED PLANT IN SERVICE

Account No.

361100
361100
361100

Col. [A]
Da te

Col. [B]
Amount

Col. [C]
Task OrderLine No.

1
2
3

121512003
9/24/2004

12/10/2004

941 ,276.98
(339,232.70)

4,511 .79

50011079
50011079
50011079

Description

WW Collecting Mains
WW Collecting Mains
WW Collecting Mains
Total ( Staff Adjustment) $ 606,556

References:
Company Resonse to Staff Data Requests and on-site audit.



ARIZONA AMERICAN - SUN CITY WASTEWATER
Final Position Schedule DRR-6

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #2 - RECLASS TO FLOW METER MEASURING DEVICES

[A] [B]

SCHEDULE E-5
AMOUNT

6,565
1,231,505

$

STAFF
ADJUSTMENTS
$ (17,716)

(15,743)
33,459

$

LINE
no.  ACCOUNT no. DESCRIPTION

1 353200 WW Land & Ld Rights Coll
2 362000 WW Special Coll Struck
3 364000 WW Flow Measuring Devices
4 Totals $ 1,238,070 $ $

[C]
STAFF

AS
ADJUSTED

(11,151 )
1,215,762

33,459
1,238,070

REFERENCES:
Column [A]: Company Filing
Column [B]: Company Response Staff DR-10.5
Column [C]: Column [A] + Column [B]



ARIZONA AMERICAN _ SUN CITY WASTEWATER Final Position Schedule DRR-7
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #3 - RECLASS TO POWER GENERATING EQUIPMENT

[A]

LINE
no.  ACCOUNT no. DESCRIPTION

1 354500 WW Struct & Imp Gen $
2 355000 WW Power Generating Equipment
3 Totals $

SCHEDULE E-5
AMOUNT

514,666

514,666

[B]

STAFF
ADJUSTMENTS

$ (49,002)
49,002

$ _

$

$

[C]
STAFF

AS
ADJUSTED

465,664
49,002

514,666

REFERENCES:
Column [A]: Company Filing
Column [B]: Company Response Staff DR-10.2
Column [C]: Column [A] + Column [B]



ARIZONA AMERICAN - SUN CITY WASTEWATER Final Position Schedule DRR-9

Docket No. WS-01303A-06-D491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #5 - IMPUTED REGULATORY AIAC

UP
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005

[B]

ADVANCE
AMOUNT

$ 3,309,005

[C]

AIAC
AMORTIZED

$

[D]

DESCRIPTION
Balance Forward: Decision No. 6709
350 days, January 16 to December 3
365 days
365 days
343 days, Jan.1 thru Dec. 9, 2007
Per Staff $ 3,309,005 $

488,157
509,078
509,078
478,394

1 ,984,70G

AIAC
TEST YEAR END
$ 3,309,005

2,820,848
2,311 ,771
1 ,802,693
1 ,324,299
1 ,324,299

509,078
815,222

$

LINE
n o .

1
2
3
4
5
6
7
8

Company Proposed IR AIAC
Staff Adjustment $

REFERENCES:
Column [A]: Fiscal Years
Column [B]: Beginning Balance per Decision 67093
Column [C]: Amortized over 6.5 years
Column [D]: End of Year Balances



ARIZONA AMERICAN - SUN CITY WASTEWATER Final Position Schedule DRR-10

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #6 - REMOVE TOLLESON OBLIGATION AMORTIZATION

[A]
$

[B]
8,560,000
8,370,829
8,087,072
7,803,315
7,519,558
7,235,801
6,952,044
6,668,287

$ 189,171
283,757
283,757
283,757
283,757
283,757
283,757
266,654

$2, 158,366

DESCRIPTION
Beginning Balance Facilities Sales Agreement May 1, 1998
Remainder 1998

1999
2000
2001
2002
2003
2004
2005 343 days from January 1, 2005 to December 9, 2007

Total Amortization:
Remaining Balance $

LINE
n o .

1
2
3
4
5
6
7
8
9
10
10
11
12
13
14
15
16
17
18

REFERENCES:
Column [A]: Amortization amounts ($8,560,000/3G2) = $23,646.41 per month.
Column [B]: Amortized period from May 1, 1998 through June 30, 2028 per DR 20.3.



ARIZONA AMERICAN l SUN CITY WASTEWATER Final Position Schedule DRR-11
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

RATE BASE ADJUSTMENT #7 - Y2K COSTS

LINE
n o .

1
DESCRIPTION
Deferred Debits

[A] [B]

SCHEDULE B-1
AMOUNT

$ 807,168

STAFF
ADJUSTMENTS

$ (129,445)

[C]
STAFF

AS
ADJUSTED
$ 677,723

REFERENCES:
Column [A]: Company Rebuttal Schedule B-1
Column [B]: Testimony: DRR
Column [C]: Column [A] plus Column [B]



ARIZONA AMERICAN . SUN CITY WASTEWATER Final Position Schedule DRR-12

Docket NO. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING INCOME STATEMENT .. TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE ACCT
n o . n o . DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ $ $ $ 1,386,545 $ 5,866,400
3,000

5,869,400

1
2
4
5

REVENUES:
Sewer Revenues
Other Revenues
Total Operating Revenues $

4,479,855
3,000

4,482,855 $ $

4,479,855
3,000

4,482,855 $ 1,386,545 $

OPERA TING EXPENSES:
$$ s $ $

218v886
(25,815)

6
7
8
g

10
1 1
12
1 3
14
1 5
16
17
1 8
19
20
21
22
2 3
2 4
2 5

Labor
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes
Income Taxes
Total Operating Expenses
Operating Income (Loss)

$
$

219,357
24,662

2,910
1,929,472

805,308
44,197
12,660
42,327
90,887
91,425
20,964
59,754

228,003
54,383

e11 ,490
255,157

(202,114)
4,290,842

192,012
$
$

(14,947)
(69,121)

(6,682)
102,340

(102,340)
$
$

219,357
24,662
2,910

2. 148,358
779,493

44,197
12,660
42,327
90,887
91,425
20,964
59,754

228,003
54,383

596,543
186,036

(208,776)
4,393,183

89,672

17,305
528,512

$ 545,816
$ 840,729

$
$

219,357
24,662

2,910
2, 148,358

779,493
44,197
12,660
42,327
90,887
91,425
20,964
59,754

228,003
54,383

596,543
203,340
319,736

4,938,999
930,401

References:
Column (A): Company Schedule C-1
Column (B): Corrected Surrebuttal Schedule DRR-13
Column (C): Column (A) + Column (B)
Column (D): Corrected Sunrebuttal Schedules DRR-1 and DRR-2
Column (E): Column (C) + Column (D)



ARIZONA AMERICAN . SUN CITY WASTEWATER
Docket No. WS-01303A006-0491
Test Year Ended December 9, 2005

Final Position Schedule DRR-13

SUMMARY OF OPERATING INCOME STATEMENT ADJUSTMENTS . TEST YEAR

LINE
n g . DESCRIPTION

IA]
COMPANY
AS FILED

[B]

ADJ #1

[C]

ADJ #2

[D]

ADJ #3

[E]

ADJ #4

[Fl

ADJ #5

[Gm
STAFF

ADJUSTED

REVENUES;
$ $ $ $ s $ $

$
$

Sewer Revenues
Other Revenues
Total Operating Revenues s

4,479,855
3,000

4,482,855 $ S $ $ s

4,479,855
3,000

4,482,855

OPERA TING EXPENSES."
$ $ $ $ s $ $ 219,357

24,662
2,910

2,148,35821B,885
(25,815)

(14,947)

Labor
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes
Income Taxes

219,357
24,662

2,910
1,929,472

805,308
44,197
12,660
42,327
90,887
91,425
20,964
59,754

228,003
54,383

611,490
255,157

(202,114)
(69,121)

(6,662)

779,493
44, 197
12,660
42,327
90,887
91,425
20,964
59,754

228,003
54,383

596,543
186,036

(208,776)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
1 5
16
17
18
19
20
21
22
23
24
25
26

Total Operating Expenses
Operating Income (Loss)

$
8

4,290,842
192,012

$ 218,886
s (218,886)

s
$

(25,815)
25,815

$
$

(14,947)
14,947

$ (69,121)
69,121

$
$

(6,662)
6,662 s

$ 4,393,183
89,672

ADJ #
1
2
3
4
5

Tolleson Obligation
Management Fees
Depreciation and Amortization Expense
Property Taxes
income Taxes

References:
Con'ecled Surrebuttal Schedule DRR-14
Corrected Surrebuttal Schedule DRR-15
Corrected Surrebuttal Schedule DRR-16
Corrected Surrebuttal Schedule DRR-17
Corrected Surrebultal Schedule DRR-18



ARIZONA AMERICAN . SUN CITY WASTEWATER Final Position Schedule DRR-14

Docket no WS~01303A~05-0491
Test Year Ended December 9, 2005

OPERATING INCOME ADJUSTMENT #1 -ADD TOLLESON OBLIGATION INTEREST PAYMENTS

LINE
n o .

1
DESCRiPTION
Waste Disposal

[A]
COMPANY
PROPOSED

$ 1,929,472

[B]
STAFF

ADJUSTMENTS
$ 218,BB6

[Cl
STAFF

RECOMMENDED
$2,148,358 $(521,160.00)

s 632,762.00
$ 111,602.00

References:
Column (A), Company Schedule C-1
Column (B): Tolleson Obligation: To add back the interest portion of the Tolleson
Obligation that was approved as an operating expense in Decision 67093.
Column (C): Column (A) + Column (B)



ARIZONA AMERICAN - SUN CITY WASTEWATER Final Position Schedule DRR-15
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING INCOME ADJUSTMENT #2 I MANAGEMENT FEES

LINE
no. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Management Fees $ 434,868 $ (25,815) $ 409,053

References:
Column (A), Company Schedule C-1
Column (B): Testimony DRR
Column (C): Column (A) + Column (B)



in

ARIZONA AMERICAN . SUN CITY WASTEWATER
Docket No. WS.01303A.05.g4g1
Test Year Ended December s, 2005

Final Position Schedule DRR-16

OPERATING ADJUSTMENT #3 . DEPRECIATION EXPENSE

[A] [B] [C] [D] [E]

LINE Account
NO. DESCRIPTION

COMPANY
AS FILED

STAFF
ADJUSTMENTS

STAFF
ADJUSTED

DEPREC
RATE

DEPREC
EXPENSE

$ s $ s
151

1 ,040
4,907
4,091

72,863
1 ,576

22,051
153

1,938
(16)

436

3.251
22.456

121,454
25.745

193.213
4.180

78.613
3.434

19.854
(207)

8.557
122.373

6.132
6.565

200,389
514.666

(17,716)

(49,002)
49,002

2,397.561
16,143,143
1 ,231,505
2,567,520

(606,556)
(15,743)

304510 Struck 8¢ Imp AG Cap Lease
304600 Struck 8< Imp Offices
304820 Struck 8< Imp Leasehold
340100 Office Furniture 8¢ Equip
340200 Comp & Periph Equip
340300 Computer Software
340330 Comp Software Other
341100 Trans Equip Lt Duty Trks
343000 Tools,Shop,Garage Equip
346100 Comm Equip Non-Telephone
346300 Comm Equip Other
347000 Misc Equipment
351000 WW Organization
352000 WW Franchises
353200 WW Land & Ld Rights Coll
354200 WW Struct 8¢ Imp Coil
354500 WW Struct & Imp Gen
355000 WW Power Generating Equipment
360000 WW Collection Sewers Forced
361100 WW Collecting Mains
362000 WW Special Coll Struct
363000 WW Services Sewer
364000 WW Flow Measuring Devices
371100 WW Pump Equip Elect
380050 TD Equip Grit Removal
380100 WW TD Equip Sed Tanks/Acc
380800 WW TD Equip Oth Disp
380825 WW TD Equip Gen Tint
380650 WW TD Equip Influent Lift S
382000 WW Outfall Sewer Lines
389100 WW Oth Plt & Misc Equip Inf
390000 WW Office Furniture at Equip
391000 WW Trans Equipment
393000 WW Tool Shop & Garage Equip
397000 WW Misc Equipment
398000 WW Other Tangible Plant

33,459

0.00%
4.83%
4 . 83%
4.04%

15.89%
37.71%
37.71 %
28.05%
4.47%
9.76%
7.91%
5.10%
0.00%
0.00%
0.00%
2.50%
2. 00%
3.33%
2. 07%
2.03%
8.40%
2.04%
5.00%
5.42%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
4 . 98%
4.59%

25.00%
4 .47%
s. 10%

10.30%

$ s (606,556)
<17,71 el

$ $

5,010
9,313
1 ,032

49,830
315,393
102,124

52,377
1,673

25,820
g

52
30

375
4
6

523
2,4a8

578
2, 17G
1 ,014
2,392

681,805
117,354

Total
Less: Non- depreciable Accounts (L1+L13+L14+L15)
Depreciable Plant (L37-LSB) $

476,386
453

2.575
1 ,sos

18.743
178
291

10,495
54,203

2,312
48,675
19,874
23,222

24,329,321
135,070

24, 194,251 $

3.251
22,458

121 .454
25,745

193,218
4.180

78,613
3,434

19,854
(207)

8,557
122,373

5,132
(11 .151 )
200,389
465,664

49,002
2,397,561

15,536,587
1 _215.762
2,567,520

33,459
476,386

453
2,575
1,503

1B,743
178
291

10,495
54.203

2.312
48,675
19,874
23,222

23,722,765
117,354

23,505,411

$
2.89%

s
s 681 ,805

s 14,000
19,451

33,451

11B,714

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
LG
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
4 2
43
44
4 5
46
47
48
49
50
51
52
53
54

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L40 x L41)
Depreciation Expense - STAFF [Col. (E), L27 . L32]

Amortization of Tolleson Trickling Filter
Amortization of Deferred Debit .. Tolleson Effluent Quality Upgrade
Amortization of Tolleson Agreement Costs .. REMOVED
LESS
STAFF Amortization of Imputed CIAC
intentionally left blank
Staff Depreciation and Amortization Expense (Col E, L44+L4B-L50)
Company As Filed
STAFF Net Adjustment to Depreciation Expense

s
$
s

595,543
611 ,490
(14,947)

References:
Column [A]: Company Schedule Trial Balance & Company Schedule B-2
Column [B]): Corrected Surrebuttal Schedule DRR4
Column [C]: Column [A] + Column [B]
Column (D): Testimony, DRR
Column (E): Column (C) x Column (D)
Line 48: Company Schedule B-2, page 4
Line 47 - Company File Folder Workpapers file: ll Finite Life Tolleson Ledger
Line 48 - Removed Y2K costs.
Line 50 _ Corected Sun'ebuttal Schedule DRR-7



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA AMERICAN . SUN CITY WASTEWATER Final Position Schedule DRR-17

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING ADJUSTMENT #4 - PROPERTY TAX EXPENSE

[AI [BI

$ $

$ $
$
$$

$ $

$ $

$ $

$

4,482,855
2

8,965,709
4,482,855

13,448,564
3

4,482,855
2

8,965,709
9,787

69,387
8,906, 109

23.50%
2,092,936

7.9662%
166,727
235,849

$

$

4,482,855
2

8,965,709
5,869,400

14,835,109
3

4,945,036
2

9,890,072
9,787

69,387
9,830,473

23.50%
2,310,161

7.9662%
184,032

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

$ (69,121)

Staff Adjusted Test Year Revenues - 2005
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Multiplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 Line 17)

Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

184,032
166,727
17,305

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

17,305
1 ,386,545
1 .24804%

REFERENCES:
Line 15: Actual Tax Rate obtained from Arizona American
Line 17: Company Schedule C-1 Page 2
Line 21: Line 19 - Line 20
Line 23: Corrected Surrebuttal Schedule DRR-1
Line 24: Line 22 / Line 23



*

ARIZONA AMERICAN . SUN CITY WASTEWATER Final Position Schedule DRR-18

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING INCOME ADJUSTMENT #5 . INCOME TAXES

LINE
n o . DESCRIPTION

[A]
COMP ANY
P ROP OS ED

[B]
STAFF

ADJUSTMENTS

1 Income Tax Expense $ (202,114) $ (6,662) $

[C]
STAFF

ADJUSTED

(208,776)

REFERENCES:
Column [A]: Company Schedule C-2, page 2
Column [B]: Testimony-DRR
Column [C]: Col. [A] plus Col. [B]
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Ap p lic a n t 's  Co s t  o f De b t  (In c lu d in g  th e  To lle s o n  Ob lig a t io n )

Amount outs tanding
as of 6/30/2007 Annua l Inte re s t Inte rest Ra te

S 320,490
2,587
1,327
3,112
2,665

386,051
1,331,330

618,240
6,918,220

595,000
383,775
280,768

7.122%
6.260%
5.761%
7.180%
7.179%
3.630%
5.390%
5.520%
5.620%
5.950%
5.950%
3.280%
0.000%
5.387%

Long-Te rm De bt
Aug '08 L-T S enior Note s
Sept '13 PILR .. Monterey
Aug '13 P ILR - Monte s /Lincoln
Aug '15 P ILR - Rosa lee
Aug '15 P ILR T.O. De ve lopme nt
S ept '28 L-T Note  - Maricopa
Dec '13 L-T P romissory Note
Dec '16 L-T P romissory Note
Dec '18 L-T P romissory Note
Fa ll 2037 L-T P romissory Note '
Fa ll 2037 L-T P romissory Note '
Tolle son Obliga tion'
Phoenix Inte rconnection Agreemen

Long-Te rm De bt

4,500,000
41,323
23,036
43,340
37,123

10,635,000
24,700,000
l 1,200,000

123,100,000
10,000,000
6,450,000
8,560,000
2,000,000

201,289,822 10,843,564

1,327,891

Short-Term Debt
Short-Term Debt
Phoenix Inte rconnection Agreemen

S hort-Te rm Debt

5.444%
0.000%
5.230%

24,391,823
1,000,000

25,391,823 1,327,891

Total Debt $ 5.369%226,681,645 s 12,171,455

Ap p lican t's  Eq u ity

Amount outs ta nding

as of 6/30/2007
Common Equity

Common S tock
P a id in Capita l

Reta ined Earnings
2007 Equity Infus ion

522,880
149,468,228
(28,250,298)
15,000,000

$Tota l Common Equity 136,740,810

$Tota l Capita liza tion 363,422,455

Docket No. WS-01303A-06-0491 Final Schedule pMc-10

We ight

55.4%

7.0%

62.4%
1 As s umes  tha t the  Commis s ion will approve  S ta ffs  recommenda tion regarding the  Applicant's  financ ing reques t

in Docke t No. W S -01303A-07-0145, a s  indica ted in Direc t Tes timony.

2 Includes  the  current dollar amount outs tanding re la ted to the  Tolles on Obligation bond, as  per res pons e  to data  reques t S TF 20.2.

37.6%

100%
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ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WASTEWATER
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

Surrebuttal Schedule GWB-13
REVlSED

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LlNE
no.

ACCT.
no. DESCRiPTION

[A]
PLANT

BALANCE

[B]
DEPRECIATION

RATE

[Cl
DEPRECIATION

EXPENSE

sERvicE:
250%
1.67%

s 400
69

16,014
4,138

1 .et%
4.63%
4.63%
2.52%
4.04%
15.89%
37.71%
37.71%

232
704
639

(31)
3,324
2,771
49,363
1 ,ass

PLANT IN
304100
304200
304510
304600
304620
304800
307000
340100
340200
340300
340330
340500
341100
343000
344000
346100
346300
347000
351000
352000
353200
353500
354200
354300
354500
360000
361100
362000
363000
371100
380000
380050
380100
380200
380250
380300
380400
380500
380600
380625
380650
382000
389100
390000
391100
391000
392000
393000
394000
395000
396000
397000

14,939
84
274

4,597

(11)
296

Struct 8. Imp SS
Struck & Imp P
Struct & Imp AG Cap Lease
Struct s. Imp Offices
Struck & Imp Leasehold
Struct & Imp Misc.
Weiis 8. Springs
Office Furniture & Equip
Comp 81 Perish Equip
Computer Software
Comp Software Other
Other Office Equipment
Trans Equip Lt Duty Trks
Tools,Shop,Garage Equip
Laboratory Equipment
Comm Equip Non-Telephone
Comm Equip Other
Misc Equipment
WW Organization
WW Franchises
WW Land & Ld Rights Coll
WW Land & Ld Rights Gen
WW Struct & Imp Coll
WW Struct 8= Imp SPP
WW Struct & Imp Gen
WW Collection Sewers Forced
WW Collecting Mains
WW Special Coll Struck
WW Services Sewer
WW Pump Equip Elect
WW TD Equipment
TD Equip Grit Removal
WW TD Equip Sed Tanks/Acc
WW TD Equip Sludge/Effl Rmv
WW TD Equip Sldge Dig Tnk
WW TD Equip Sldge Dry/Filt
WW TD Equip Aux Effl Trmt
WW TD Equip Chem Trmt Plt
WW TD Equip Oth Disp
WW TD Equip Gen Trmt
WW TD Equip Influent Lin S
WW Outfall Sewer Lines
WW Oth Pit & Misc Equip Inf
WW Office Furniture & Equip
Computer Equipment
WW Trans Equipment
WW Stores Equipment
WW Tool Shop & Garage Equip
WW Laboratory Equipment
WW Power Operated Equip
WW Communication Equip
WW Misc Equipment
Total Plant in Service

$
s
$
$
$
$
s
$
$
$
$
$
$
s
$
$
$
s
$
$
s
$
$
$
$
$
$
$
$
$
$
$
$
s
$
$
$
$
s
$
$
s
$
$
s
$
$
s
$
$
s
$
$

13,917
15,214
13,802
(1 ,227)
82,283
17,442

130,902
2,832
2,408

53,259
2,326
7,372

46,529
(141)

5,797
4,078

955
307,913
20,747

2,152,563
649,747

1,495,477
752,939

12,999,748
1,487,182
2,648,791

30,734
1,343,153

869,984
5,353,703

20,812
48,655

6,101 ,457
1,070,314

245,070
1,034,545

900,789
91 ,546

107,233
13,168

144,219
34,067

234,751
11,270

115,803
56,408
12,955

332,224
70,250

41 ,176,116

28.05%
3.61%
3.71%
9.aa%
7.91%
5.10%
0.00%
0.00%
0.00%
0.00%
5.00%
5.00%
1 .et%
2.01%
2.04%
a.40%
2.04%
5.42%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
4.98%
4.59%
4.55%

25.00%
3.91%
4.47%
3.71%
5.02%

10.30%
5.10%
4.08% $

107,628
32,487
24,974
15,586

265, 195
124,923

54,035
1,565

67,158
43,499

267,685
1 ,041
2,433

305,073
53,516
12,253
51 ,727
45,039
4,577
5,362

656
8,620
1,550

58,688
441

5,176
2,093

650
34,219
a,583

1,678,253

0.00%
0.00%
0.00%
0.00%

s

4 v078.00
954.71

307,912.81
20,747.00
40,842,423 $ 1 ,678,253

4.11%

s 5,122 $
$

145,867
210

1,5a2,175
1 ,622,728
(90,553)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
55
57
5B
59
B0
61
62
63
64
65
66
67
68
69

Less Non Depreciable Plant
351000.00 WW Organization
352000.00 WW Franchises
353200.00 WW Land & Ld Rights Coll
353500.00 WW Land & Ld Rights Gen

Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of GIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment $

References:
Col A Schedule GWB-4
Col B Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col C Col [A] times Col [B]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WASTEWATER
Surrebuttal Schedule GWB-15

REVISED
Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING INCOME ADJUSTMENT #4 . INCOME TAXES

[C]
STAFF

RECOMMENDEDLINE
n o .

1

DESCRIPTION

Income Taxes

[A]
COMPANY
PROPOSED

$ (273,517)

[8]
STAFF

ADJUSTMENTS

$ 276,887 s 3.370

References:
Column (A), Company Schedule C-2

Column (C): Column (A) + Column (B)
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ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WASTEWATER Surrebuttal Schedule GWB-16

Docket No. WS-01303A-06-0491
Test Year Ended December 9, 2005

OPERATING INCOME ADJUSTMENT #5 - REALLOCATION OF EXPENSES NW VALLEY REGIONAL TREATMENT FAC.

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

$
$
$ 0

$
$
$

$

1,238,284
24.683

1,262,967
68.000%
858,818

Operating Expenses
Taxes Other Than Income
Total Subject to Allocation

Allocation Factor
Expenses Allocated to Sun City West $

1,238,284
24.683

1,262,967
97.754%

1,234,601 (375,783)

References:
Column (A), Company Schedule Plant & Expense, Aofl tab
Column (A): Company Allocation Based on flows
Column (C): Staff recommended allocation rate and related allocation of expenses


